
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * 

In the Matter of: 

0 SOUTH HOPKINS WATER DISTRICT'S ) 
NOTICE OF ADJUSTMENT OF RATES 1 
AND APPLICATION PURSUANT TO ) CASE NO. 9016 
807 KAR 5:001, SECTSON 9 ,  FOR ) 
AUTHORITY TO ADJUST RATSS 1 

O R D E R  

IT IS ORDERED that South Hopkins Water District ("South 

Hopkins") shall file an original and 10 copies of the following 

information with the Commission by July 23, 1984. In the event 

the requested information is n o t  available, South Hopkfns shall 

state explicitly why the information cannot be furnished. If 

neither the response nor a motion €or extension of time is filed 

by the stated date, the case may be dismissed. 

1. With reference to the response to Item No, 4a of the 

Commission's Order dated April 17, 1984, provide the invoice asso- 

ciated with the following check numbers: 9174, 9218, 9297, 9334, 

9377, 9409, 9495, 9571, 9606, 9697, 9774, gals, 9903. 

2. With reference to the respnse to Item No. 5a of the 

Commission's Order dated April 17, 1984, it is the Commission's 

policy to allow adjustments to actual t e s t  year expenses t h a t  are 

known and measurable. So that the Commission may evaluate South 

Hopkine' application ueing this criteria, p l e a s e  provide the b a s i s  



for  e a c h  pro forma a d j u s t m e n t  to t e s t - y e a r  o p e r a t i n g  e x p e n s e s  and 

i n c l u d e  s u p p o r t i n g  e v i d e n c e  t h a t  t h e  a d j u s t m e n t  is known and 

measurable .  

3. It is t h e  Commission's p o l i c y  to c a l c u l a t e  allowable 

d e p r e c i a t i o n  for  rate-making p u r p o s e s  as Gross U t i l i t y  P l a n t  l e s a  

A c c u m u l a t e d  D e p r e c i a t i o n  and C o n t r i b u t i o n s  in A i d  of C o n s t r u c t i o n .  

With r e f e r e n c e  to t h e  r e v i s e d  Comparative Income S t a t e m e n t ,  l i n e  

18,  p r o v i d e  a n  e x p l a n a t i o n  of why t h e  Commission s h o u l d  d e v i a t e  

from past p o l i c y  and allow full d e p r e c i a t i o n  for ra te-making p u r -  

poses in this case. 
4 .  I n  d e t e r m i n i n g  t h e  revenue  r e q u i r e m e n t s  of u t i l i t i e s  

w i t h i n  i ts j u r i s d i c t i o n ,  t h e  Commission h a s  p r i m a r i l y  u t i l i z e d  

f o u r  me thods  to  d e r l v e  a u t i l i t y ' s  a l l o w e d  e a r n i n g s .  T h e s e  me th -  

o d s  are: ra te  of r e t u r n  on  n e t  i n v e s t m e n t  or c a p i t a l ,  debt- 

s e r v i c e  cove rage ,  t i m e s  i n t e r e s t  e a r n e d  r a t io ,  and o p e r a t i n g  

ratio.  The method most f r e q u e n t l y  used i n  d e t e r m i n i n g  t h e  r evenue  

r e q u i r e m e n t s  of water u t i l i t i e s  h a s  been t h e  d e b t - s e r v i c e  coverage 

method calculated as  t o t a l  r evenues  minus a l l  o t h e r  e x p e n s e s ,  

i n c l u d i n g  d e p r e c i a t i o n ,  d i v i d e d  by long-term d e b t  s e r v i c e  require- 

ments. The C o m m i s s i o n ' s  c u r r e n t  p o l i c y  is to allow w a t e r  d i e -  

t r icts a d e b t - s e r v i c e  cove rage  r a t i o  of 1 . 2 .  With r e f e r e n c e  t o  

t h e  "Pro Forma Income S t a t e m e n t  - Revised" e x h i b l t ,  p r o v i d e  

complete d e t a i l s  r e g a r d i n g  t h e  m e t h o d ( s 1  by which South  Hopkins 

calculated its test-period revenue  r e q u i r e m e n t s  in determining the 

proposed rates. I n  a d d i t i o n ,  p r o v i d e  any  comments t h a t .  Sou th  
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Eopkins may w i s h  to e x t e n d  w i t h  regard t o  t h e  Commission@s use of 

d e b t - s e r v i c e  cove rage  i n  t h e  d e t e r m i n a t i o n  of r evenue  r e q u i r e -  

ments .  

5 .  W i t h  reference to t h e  response t o  I t e m  No. 1 3  of t h e  

Commission@s Order dated A p r i l  178 1984, provide a n  a n a l y s i s  of 

t h e  cost s a v i n g s  r e s u l t i n g  from the changeover  from t h e  b i l l i n g  

service a c c o u n t  w i t h  CSI to t h e  u s e  of Sou th  Hopkins '  own computer  

to prepare b i l l s .  

Done at F r a n k f o r t ,  Kentucky, t h i s  9th day of July, 1984. 

PUBLIC SERVICE COMMISSION 

/ € z . u # . / M  
For t h e  Commfsaion 

ATTEST: 

Acting Secretary 


